Lewis County Courthouse
351 NW North Street
Board of County Commissioners Chehalis, WA 98532-1900

Washington’s First County

LODGING TAX INFORMATION SHEET
Lewis County, Washington

The following is a general overview of the lodging tax, as provided by the Municipal Research and
Services Center (MRSC), a nonprofit organization designed to help local governments across
Washington state better serve their citizens by providing legal and policy guidance on a variety
of topics.

This information and more — including sample documents — can be found on MRSC’s website at
WWW.MrSc.org.

What is the Lodging Tax?

The lodging tax, also referred to as the hotel-motel tax, is a consumer tax on lodging charges for periods of less
than 30 consecutive days for hotels, motels, rooming houses, private campgrounds, RV parks, and similar facilities.

How Can the Lodging Tax Revenues Be Used?

The guiding principle for the use of lodging taxes is that they must be used for activities, operations and
expenditures designed to increase tourism. Specifically, lodging taxes can be used for:

e  Tourism marketing;

e  Marketing and operations of special events and festivals designed to attract tourists;

e  Operations and capital expenditures of tourism-related facilities owned or operated by a municipality or a
public facilities district; or

e  Operations of tourism-related facilities owned or operated by nonprofit organizations (RCW 67.28.1816).

Note that, as of July 1, 2013, capital expenditures for tourism-related facilities owned by nonprofit organizations
are no longer permitted expenditures of lodging tax funds.
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What is Included in Tourism Marketing and Operations?
It includes activities defined as "tourism promotion" in state law (RCW 67.28.080).

e Advertising, publicizing, or otherwise distributing information for the purpose of attracting and welcoming
tourists;

e Developing strategies to expand tourism;

e  Operating tourism promotion agencies; and

e Funding the marketing or operation of special events and festivals designed to attract tourists.

What is a "Tourism-Related Facility"?

A tourism-related facility is a real or tangible personal property with a usable life of three or more years, or
constructed with volunteer labor that is (a) owned by a public entity, nonprofit organization (including a non-profit
business organization, destination marketing organization, main street organization, lodging association, or
chamber of commerce) and (b) used to support tourism, performing arts, or to accommodate tourist activities
(RCW 67.28.080).

What Kinds of Facilities Does this Include?

It depends. The guiding principle here is that the facilities should be used by tourists. So, for example, a municipal
golf course would likely be a permitted expenditure in Chelan, where it probably would not be if it were in a
residential neighborhood in Spokane. Each situation is unique.

Applications for Lodging Tax Funds

In counties or cities of at least 5,000 population, applications must be submitted directly to the Lodging Tax
Advisory Committee (LTAC). In counties or cities of less than 5,000, applications are submitted to the county or
city. The law is silent on how often the awards should be made. Some jurisdictions choose to make awards as part
of their annual budget cycle. Others also make mid-year awards to account for unexpected increases or decreases
in projected revenue.

What is Included in the Application?

All applications must include estimates of how funding the activity will result in increases to people staying
overnight, travelling 50 miles or more, or coming from another state or country. To ensure this data is collected,
jurisdictions should require this information on their lodging tax application forms.

There is no requirement that priority for funding be given to applicants expected to generate the most travelers,
and lodging tax revenue may still be awarded to recipients who generate few of these types of travelers.
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Review and Selection of Applications

In a municipality of at least 5,000 population, the Lodging Tax Advisory Committee (LTAC) receives all applications
for lodging tax revenue and recommends a list of candidates and funding levels to the municipality's legislative
body for final determination. If a municipality under 5,000 chooses to establish a LTAC, they may, but do not have
to, follow these requirements.

What Does the Municipality Do with the LTAC's Recommendations?

The legislative body "may choose only recipients from the list of candidates and recommended amounts provided
by the local lodging tax advisory committee" (RCW 67.28.1816(2)(b)(ii), emphasis added). However, an informal
opinion from the Attorney General's Office in 2016 states that the legislative body may award amounts different
from the LTAC's recommended amounts, but only after satisfying the procedural requirements of RCW
67.28.1817(2). This requires the municipality to submit its proposed change(s) to the LTAC for review and
comment at least forty-five (45) days before final action is taken.

Contracts with Recipients of Lodging Tax Funds

Because of the state constitutional gift of public funds prohibition, a city or county should enter into a contract
with any private organization providing marketing services, operating special events or festivals, or any other
tourist promotion activity. The contract should spell out the tourism-related services to be provided in exchange
for city or county funding and what reports will be required. Also, any organization doing promotion on behalf of
the city or county may only spend lodging tax funds on items that the city or county itself could fund. This
prohibits, for example, any expenditures on promotional hosting.

Reporting Requirements

e All entities receiving lodging tax funds must provide information to their respective local government on
their use of these funds as required by RCW 67.28.1816. This includes local governments that directly use
lodging tax funds for municipal purposes, such as municipal facilities or community events. Local
governments will then, in turn, report this information annually to JLARC.

e Local governments should, as part of their contract with recipients, require that the report be provided
immediately after the event or activity.

e The deadline for local governments to submit the annual data to JLARC is March 15 for the year ending
the previous December 31.

e JLARC does not provide advice on how to estimate tourism impacts. Good faith estimates of actuals can
be reported provided applicants and users of funds indicate how those estimates will be developed. All
information (including descriptions of how actual impacts were estimated) will be available for public
review.
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Lodging Tax Advisory Committee (LTAC)

e This committee must have at least five members, appointed by the governing body.

e The committee membership must include at least two representatives of businesses that are required to
collect the lodging tax, at least two people who are involved in activities that are authorized to be funded
by this tax, and one elected city official who serves as chairperson of the committee. The statute also
provides that a person who is eligible under the first category is not eligible for appointment under the
second category, and vice versa.

e Organizations representing hotels and motels and organizations involved in activities that can be funded
by this tax may recommend people for membership.

e The number of committee members from organizations representing the hotels and motels and the
number from organizations involved in activities that can be funded must be equal.

e Acity's committee may include a non-voting elected county official and vice-versa.

e The governing body must review the membership of the committee annually.

In addition to reviewing applications for the use of the lodging tax, what does the committee do?

Any proposal to impose a new lodging tax, raise the rate of an existing tax, repeal an exemption from the lodging
tax, or change the use of the tax proceeds, must be submitted to the lodging tax advisory committee for review
and comment.

e This submission must occur at least 45 days before final action will be taken on the governing body's
proposal. Even if the committee finishes its work before the 45 days are up, the governing body still must
wait 45 days.

e The committee's comments must include an analysis of the extent to which the proposal will
accommodate activities for tourists or increase tourism, and of the extent to which it will affect the long-
run stability of the fund to which the hotel-motel taxes are credited.

e If the advisory committee does not submit comments before the time that final action is to be taken on
the proposal, the governing may go ahead and take final action.

What Are the Tax Rates?

Any county and most cities may impose a "basic" two percent tax under RCW 67.28.180 on all charges for
furnishing lodging at hotels, motels, and similar establishments (including bed and breakfasts and RV parks) for a
continuous period of less than one month. This tax is taken as a credit against the 6.5 percent state sales tax, so
that the total tax that a patron pays in retail sales tax and the hotel-motel tax combined is equal to the retail sales
tax in the jurisdiction. In most cases, when a city and county both impose this tax, there is a credit for the amount
of the city tax against the county tax so that two taxes are not levied on the same taxable event.

In addition, most counties and cities may levy an additional tax of up to two percent, for a total rate of four
percent, under RCW 67.28.181(1). This "special" tax is not credited against the state sales tax. Therefore, if a
county or city levies this additional tax, the total tax on the lodging bill will increase by two percent.
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